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INDEPENDENT AUDITOR'S REPORT
June 27, 2008

To the Township Board
Township of Lee
Midland County, Michigan

We have audited the accompanying financial statements of the governmental activities and each major fund of
Township of Lee, Midland County, Michigan as of and for the year ended March 31, 2008, which collectively
comprise the Township’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of Township of Lee's management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as welt as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In aur opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, business type activities and each major fund of the Township of
Lee, Midland County, Michigan as of March 31, 2008, and the respective changes in financial position and cash
flows where applicable of those activities and funds, for the year then ended in conformity with accounting
principies generally accepted in the United States of America.

The Management's Discussion and Analysis and budgetary comparison information listed in the table of contents
are not a required part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management, regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion on it.

Cur audit was conducted for the purpose of forming an opinion on the Township's basic financial statements. The
other supporting information described in the accompanying table of contents is presented for the purpose of
additional analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing precedures applied by us in the audit of the basic financial statements and, in our opinion,
it is faify stated in all material respects in relation to the basic financial statements taken as a whole.

Compoud | Lualin 4 Co. PC.

CAMPBELL, KUSTERER & CO., P.C.
Certified Public Accountants



LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of Lee Township, we offer readers of the Township's financial statements this narrative
overview and analysis of the financial activities of the Township for the fiscal year ended March 31, 2008. We
encourage readers to consider the information presented here in conjunction with the financial report. All

amounts, unless otherwise indicated, are presented in whole dollars.

Financial Highlights

The assets of the Township exceeded its liabilities at the ciose of the most racent fiscal year by $2,148,461 (net
assets). Ofthis amount, $1,824,247 (unrestricted net assets) may be used to meet the government's ongoing
obligations to the citizens and credilors.

The government's total net assets increased by $222,146. This increase is attributable to an approximate
$480,866 of general revenues offsetting a $258,720 loss from operating activities.

As of the close of the current fiscal year, the Township's governmental funds reported combined ending fund
balances of $1,818,012, an increase of $193,397 in comparison with the prior year. This increase is primarily due
{0 an increase in special assessment revenues and interest revenue from the Township's Certificates of Deposits.
The total of the fund balances is available for spending at the government's discretion {unreserved-undesignated

fund balance).

At the end of the current fiscal year, unreserved fund balance for the general fund was $1,167,142 or
approximately 300 percent of total general fund expenditures.

During the current year, the Township contracted with Midland County for assistance in financing additional water
supply system improvements to expand the System to serve certain areas in the Township. The County expects
to issue bonds within the next fiscal year in anticipation of payments to be made by the Township. The bonds will
be a full faith and credit limited tax general obligation bond. In orderto finance preliminary costs of the project,

the Township abtained a bond anticipation note in the amount of $625,000 via the County.

Overview of the FInancial Statements

This discussion and analysis is intended to serve as an introduction of the Township's basic financia! statements,

The Township's basic financial statements comprise three components: 1) government-wide financial
statements, 2) fund financial statements, and 3) notes to the financial statements. This report also contains other
supplementary information in addition to the basic financial statements themseives.

Government-wide financial statements, The government-wide financial statements are designed to provide
readers with a broad overview of the Township's finances, in a manner similar to a private-sector business.

The statement of net assets presents information on alf the Township's assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Township is improving or deteriorating.

The statement of activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changes in net assets are reported as sgon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only resuit in cash flows in future fiscal periods (e.g., special assessments).



LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

Both of the government-wide financial statements distinguish functions of the Township that are principally
supported by taxes and intergovernmental revenues {governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the Township include legisiative, general government, public safety,
public works, and Debt Service. The business-type activities of the Township include the water system.

The government-wide financial statements can be found on pages 17 and 18 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The Township like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the Township can be divided into two categories: governmental funds and

fiduciary funds.

Governmental funds . Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
financiat statements, governmental fund financial statements focus on the near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is

_ useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand

the long-term impact of the government's near-term financing decisions. Both the governmental fund balance

sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a

reconciliation to facilitate this comparison between governmental funds and governmental activities.

The Township maintains seven individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund, Fire Fund and Solid Waste Fund, all of which are considered to
be major funds. Data from the other four governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of

combining statements elsewhere in the report.

The Township adopts an annual appropriated budget for its general fund and all major special revenue fund
types. Budgetary comparison statements have been provided in the supplemental section of the report to
demonstrate the extent of compliance with these budgets.

The basic gevernmental fund financial statements can be found on pages 19 through 20 of this report.

Proprietary Funds. Services for which the Township charges customers a fee are generally reported in
proprietary funds. Proprietary funds, like the government-wide statements, provide both long-term and short-

term financial information.

The Township maintains one enterprise fund {one type of proprietary fund), called the Water Fund, which is the
same as the business-type activities, but provide more detail and additional information, such as cash flows.

The basic proprietary fund financial statements can be found on pages 23 through 25 of this report.

10
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LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

Notes to the financial statements. The notes provide additionat information that is essential to a full

understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found beginning on page 27 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents other supplementary information in connection with nonmajer governmental funds. Combining and
individua! fund statements and scheduies can be found on pages 45 through 48 of this report.

Government-wide Financlal Analysis

The following summaries provide a perspective of the financial informatior: of the Township as a whole:

Lee Township's Net Assets.

Net Asse!s - March 31

$ 2142510 8

11

Governmental Activities  Business-Type Actlvitles Total
2008 2007 2008 2007 2008 2007
Cuirent and other assets $ 1,860,906 $ 1680,297 § 369,480 $ - § 223038 $ 1,680,297
Capital assets 324214 301,489 285,374 - 609,588 301,489
Total asse!s 2,185,120 1,981,786 654,854 - 2,839974 1,881,786
Qther liabilities 42,610 55,471 648,903 - 691,513 55471
Net assels: - -
Invested in capital - -
assets, net of related debt 324,214 301,489 - - 324 214 301,488
Restricted - - - - - -
Unrestricted 1,818,296 1,624,826 5,951 - 1,824,247 1,624,826
Total net assets $ 2,142,510 $ 1826315 § 5,951 $ - $ 2148461 $ 1,926,315
| Lee 'ToTvnship's Changes in Net Assets
Governmental Activities  Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Revenues:
Program revenues:
Charges for Services $ 398,407 $ 383707 % - $ $§ 398407 § 393,707
Capital Grants and Contrlbutiens - 40,000 - - - 40,000
General Revenues: - -
Properly taxes 69,166 63,566 - - 69,166 63,566
Other 405,749 394,246 5,951 - 411,700 364,246
Total Revenues 873,322 891,519 5,951 - 879,273 891,519
Expenses:
General Government 194,785 178,523 - - 194,785 178,523
Public Safety 135,234 143,973 - - 135,234 143,973
Public Works 249,875 276,103 - - 249,875 276,103
Community and Economlc
Development 14,646 8,550 - - 14,646 8,550
Recreation and Culture 62,687 52,701 - - 62,587 52,704
Total Expenses 657,127 659,850 . 657,127 659,850
Increase in net assets befare
transfers 216,195 231,669 5,851 - 222,146 231,669
Transfers - - - - - -
Increase In net assels 216,195 231,669 5,951 - 222146 231,669
Net Assets - Apiil 1 1,826,315 1,694 646 - - 1,926,315 1,694,646
1928315 § 5951 § - § 2148481 § 1926315



LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

As noted earlier, net assets may serve over time as a useful indicalor of a government's financial position. In the
case of Lee Township, assets exceeded liabilities by $2,148,461 at the close of the most recent fiscal year.

A portion of the Township's net assets reflects its investment in capital assets (e.g., land, equipment,
infrastructure), less any related debt used to acquire those assets that is still outstanding. The Township uses
these capital assets to provide services to citizens; consequently, these assets are not available for future
spending. Aklthough the Township's investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

The remaining balance of unrestricted net assets ($1,824,247) may be used to meet the government's ongoing
obligations to citizens ang creditors.

At the end of the current fiscal year, the Township is able to report a positive balance in the unrestricted category
of net assets for the government as a whole.

The government's net assets increased by $222,146 during the current fiscal year. Much of this increase can be
attributed to an approximate $480,866 of general revenues offsetting an approximate $258,720 loss from

operating activities.

Governmental activities. Governmental activities increased the Township's net assets by $216,195. The key
element of this increase as stated above was the influx of special assessments and interest ravenus from the
township's cash and certificates of deposit accounts.

Business-Type Activities. Net assets of the Township's business-type activities are invested in capital assets
for the water system. Consequently, net assets represent only interest earned on finances held by the county. As
the Township issues the bonds needed to pay for the water system project, taxes will be levied to generate the
resources needed to pay for the debt assumed by the Township.

Financial Analysis of the Government's Funds

As noted earlier, the Township uses fund accounting to ensure and demonstrate campliance with finance-related
legal requirements.

Governmental funds. The focus of the Township's governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the Township's
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the Township's governmental funds reported combined ending fund
balances of $1,818,012, an increase of $193,397 in comparison with the prior year. The key element of this
increase can be attributed to an increase in special assessment revenues for solid waste and interest received
from the Township's cash and certificates of deposit. The total ending fund balance constitutes unreserved fund
balance, which is available for spending at the government's discretion.,

The General fund is the chief operating fund of the Township. At the end of the current fiscal year, unreserved
fund balance of the general fund was $1,167,142.

12



LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

The fund balance of the Township's general fund increased by $75,892 during the current fiscal year. The key
element of this increase can be attributed to operating revenues in excess of expenditures.

The Fire Fund experienced a increase of $95,552 in its fund balance. This increase is due primarily to an
increase in fire contract and special assessment revenues.

The Solid Waste Fund experienced an increase of $19,688 and this increase is attributable to an increase in
special assessment revenues.

Nonmajor Governmental fund increases in fund balance occurred and are consistent with increases experienced
by the Township in recent years.

Proprietary funds. The Township's proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail. During the current year, the Township contracted with
Midland County for assistance in financing additional water supply system improvements to expand the System

to serve certain areas in the Township. The County expects to issue bonds within the next fiscal year in
anticipation of payments to be made by the Township. The bonds will be a full faith and credit limited tax general
obligation bond. In order to finance preliminary costs of the project, the Township obtained a bond anticipation

note in the amount of $625,000.

General Fund Budgetary Highlights

For the fiscal year of 2007-2008 Lee Township continued its practice of building up fund balance in its General
and Special Revenue Funds. The annual budget was approved by the Township Board in March of 2007 as
required by the State of Michigan, and was amended by the Board throughout the fiscal year of 2007-2008.

The budget was amended once during the fiscal year. The amendment transferred budgeted funds from the
contingency account to the liquor law enforcement activity leaving no change in budgeted fund balance.

Capital Asset Administration

Capital Assets. The Township's investment in capital assets for its governmental activities as of March 31,
2008, amounts fo $324,214 {net of accumulated depreciation). This investment in capital assets includes land,
buildings, equipment, and park improvements.

Les Township's Capital Assets

{net of depreciation)
Governmental Activities Businass-Type Activities
2008 2007 2008 2007
Land and Land Impravements $ 33739 § 35561 § - -
Buildings 43,751 47,996 - -
Park Improvements 35,198 34,002 - -
Equipment and Vehicles 191,926 183,830 - -
Construction in Progress 18,800 - 285,374 -
Total $ 324,214 $ 301,489 § 285374 % -

Additional information on the Township's capital assets can be found in Note 6 of this report.

13



LEE TOWNSHIP, MIDLAND COUNTY
MANAGEMENT'S DISCUSSION AND ANALYSIS

Economic Factors

As the Township continues to grow in size and in services the ecanomic factors will certainly change and reflect
the direction that the community has taken. The Board and staff of the Township are committed to working
together to get the most out of every dollar and serve in the most responsible manner possible.

Reqguests for information

This financial report is designed to provide a general overview of the Township's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Township Hall.

14
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LEE TOWNSHIP, MIDLAND COUNTY
GOVERNMENT WIDE

STATEMENT OF NET ASSETS
MARCH 31, 2008

ASSETS

Current Assets

Cash and Investments

Due From State

Due From County

[nternal Balances

Prepaid Expenses

Property Taxes Receivable
Special Assessments Receivable
Interest Receivable

Total Current Assets

Noncurrent Assets
Capital Assets
Land
Land Improvements
Buildings, Additions & Improvements
Equipment
Parks & Improvements
Vehicles
Construction in Progress
Less Accumulated Depreciation

Total Capital Assets

Total Assets

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts Payable

Due to Other Governments
Internal Balances

Accrued Interest Payable

Payroll Withholdings Payable
Bond Anticipation Note Payable

Total Current Liabilities

Net Assets
invested in Capital Assets, Net of Related Debt

Unrestricted
Total Net Assets
Total Liabilities and Net Assets

Statement |
Governmental Business-Type

Activities Actlvities Total
$ 1601726 $ - % 1,691,726
49,144 - 40,144
- 369,480 369,480
16,215 - 16,215
11,608 - 11,608
G722 - 9,722
63,107 - 63,107
19,384 - 19,384
1,860,908 369,480 2,230,386
2,650 - 2,850
45 547 - 45,547
149,179 - 149,179
52,858 - 52,855
72,408 - 72,406
306,565 . 306,565
16,600 285,374 304,974
(324,588) - (324,588)
324,214 285,374 609,588
$ 2185120 § 654,864 $ 2,839,974
$ 40,168 § - % 40,168
638 - 6538
- 16,215 18,215
- 7,688 7,688
1,804 - 1,804
- 625,000 625,000
42 810 848,903 891,513
324,214 - 324,214
1,818,298 5,951 1,824,247
2,142,510 5,951 2,148,461
$ 2,185120 $ 854,854 § 2839974

The notes to the financial statements are an integral part of this statement,

17
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LEE TOWNSHIP, MIDLAND COUNTY
GOVERNMENTAL FUNDS
BALANCE SHEET

MARCH 31, 2008

STATEMENT Il
Cther
Salid Nonmajor
Waste  Governmental
General Fund Fire Fund Fund Funds Total

ASSETS
Cash & Cash Equivalents $ 1,213,488 $471,278 § 40434 $ - $ 1,725,200
Due From Other Funds 55,788 - 132,393 13,159 201,340
Due From State 49,144 - - - 49,144
Due From County - - - - -
Property Taxes Receivable 9,722 - - - 9,722
Special Assessments Receivable - 22,058 - 615 22,673
Interest Receivable 15,744 3,640 - - 19,384
Prepaid Expenses 4,846 6,763 - - 11,609

TOTAL ASSETS $ 1,348732 §503739 $172827 $ 13,774 § 2,039,072
LIABILITIES AND FUND BALANCE
LIABILITIES
Accounts Payable $ 33312 $§ 6857 $ - 3 - $ 40,189
Payroil Withholdings Payable 1,804 - - - 1,804
Due To Other Governments 638 - - - 638
Due To Other Funds 145,552 32,613 - - 178,165
Deferred Revenue 284 - - - 284

TOTAL LIABILITIES 181,580 39,470 - - 221,060
FUND BALANCE
Unreserved - Undesignated, Reported in:

General Fund 1,187,142 - - - 1,167,142
Special Revenue Funds - 464,269 172,827 13,774 650,870
TOTAL FUND BALANCE 1,167,142 484,269 172,827 13,774 1,818,012

TOTAL LIABILITIES AND FUND BALANCE  $ 1,348,732 $503,739 $172,827 § 13,774 $ 2,039,072

The notes to the financial statements are an integral part of this statement.
19



LEE TOWNSHIP, MIDLAND COUNTY
GOVERNMENTAL FUNDS

STATEMENT OF REVENUE, EXPENDITURES, AND
CHANGES IN FUND BALANCE

FOR THE YEAR ENDED MARCH 31, 2008

Statement IV
Other
Nonmaijor
General Solid Waste  Governmental
Fund Fire Fund Fund Funds Total
REVENUE
Property Taxes $ 68,657 $ - $ - $ - $ 68,657
Special Assessments - 141,151 196,250 2,265 339,666
State Grants 330,420 - - - 330,420
Private Grants - - - - -
Charges for Services 11,667 - - - 11,667
Fire Contracts - 43,163 - - 43,163
Interest Earnings 51,326 17,568 - - 68,894
Rents and Royalties 4,345 - - - 4,345
Sale of Fixed Assets 900 3,000 - - 3,900
Other Revenue 1,257 1,278 - - 2,535
TOTAL REVENUE 468,572 206,160 196,250 2,265 873,247

EXPENDITURES
Current Operations

General Government 183,820 - - - 183,820

Public Safety 7,751 110,608 - - 118,359

Public Works 96,006 - 150,014 - 246,020

Community & Economic Development 14,646 - - - 14,646

Recreation & Culture 57,782 - - - 57,782

Other 7,075 - - - 7,075

Capital Outlay 25,600 - 26,548 - 52,148

TOTAL EXPENDITURES 392,680 110,608 176,562 - 679,850

EXCESS OF REVENUE OVER (UNDER)
EXPENDITURES 75,892 95,552 19,688 2,265 193,397
FUND BALANCE - APRIL 1 1,091,250 368,717 153,139 11,509 1,624,615
FUND BALANCE - MARCH 31 $1,167,142 $464,269 $ 172,827 $ 13,774 $1,818,012

The notes to the financial statements are an integral part of this statement.
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LEE TOWNSHIP, MIDLAND COUNTY
GOVERNMENTAL FUNDS
RECONCILIATION OF FUND BALANCE
TO THE STATEMENT OF NET ASSETS
MARCH 31, 2008

Statement V
Amounts reported for governmental activities in the statement of net assets are different
because:
Total Fund Balance of Governmental Funds (Statement I11) $ 1,818,012
Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds, 324,214
Other long-term assets are not available to pay for current-period expenditures and,
therefore, are deferred in the funds. 284
Net Assets of Governmental Activities (Statement i) $ 2,142,510

The notes to the financial statements are an integral part of this statement,
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LEE TOWNSHIP, MIDLAND COUNTY
GOVERNMENTAL FUNDS
RECONCILIATION OF STATEMENT OF REVENUE, EXPENDITURES

AND CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITY
FOR THE YEAR ENDED MARCH 31, 2008

Statement VI

Amounts reported for governmental activities in the statement of activities are different
because:

Net Change in Fund Balances - Total Governmental Funds (Statement [V) $ 193,397

Governmental funds report capital outlays as expenditures. However, in the statement of

activities the cost of those assets is allocated over their estimated useful lives and reported

as depreciation expense. This is the amount by which capital outlays ($52,148) exceeded

depreciation ($29,423) in the current period. 22,725

The statement of activities reports current year assessment levies as revenue and the
governmental funds do not. Also the governmental funds report special assessment
collections as revenue while the statement of activities show them as reductions to the

receivable, 73
Change in Net Assets of Governmental Activities {Statement Ii) $ 216,195

The notes to the financial statements are an integral part of this statement.
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LEE TOWNSHIP, MIDLAND COUNTY
ENTERPRISE FUNDS

STATEMENT OF NET ASSETS
MARCH 31, 2008

ASSETS
Current Assets
Due From County

Noncurrent Assets
Capital Assets
Construction in Progress

Total Assets
LIABILITIES AND NET ASSETS
Current Liabilities
Accounts Payable
{nternal Balances

Bond Anticipation Note Payable
Accrued Interest Payable

Totai Current Liabilities

Net Assets
Invested in Capital Assets, Net of Related Debt

Unrestricted
Total Net Assets

Total Liabilities and Net Assets
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Statement VIl

_Water Fund

$ 369,480

285,374

$ 654,854

16,215
625,000
7,688

648,903

5,051

5,961

$ 654,854



LEE TOWNSHIP, MIDLAND COUNTY
ENTERPRISE FUNDS

STATEMENT OF REVENUE, EXPENSES
AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED MARCH 31, 2008

Statement VIl

Water

Fund
NON-OPERATING REVENUE {EXPENSES) $ 5,957
5,951

CHANGE IN NET ASSETS

TOTAL NET ASSETS - APRIL 1

TOTAL NET ASSETS - MARCH 31 $ 5851
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LEE TOWNSHIP, MIDLAND COUNTY
ENTERPRISE FUNDS

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2008

Cash Flows From Operating Activities

Cash Flows From Non-Capital Financing Activities
Increase in Amounts Due to other Funds

Cash Flows From Capital and Related Financing Activities
Increase in Funds Held by County
Receipt of Bond Anticipation Nota Proceads
Acquisition and Construction of Capital Assets
Increase in Interest Payable
Net Cash Provided (Used) by Capital and Related Financing Activities

Cash Flows From Investing Activities
Interest Income

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - April 1

Cash and Cash Equivalents - March 31

Reconciliation of Operating Income to Net Cash Provided by Operating

Activitles

Operating Income

Change in Assets and Liabilities:
Receivables, net
Construction in Progress

Accounts and Other Payables
Accrued Expenses

Net Cash Provided by Operating Activities

25

Statement IX

Water Fund

$ -
16,215

(369,480)
625,000
(285,374)

7,688

(22,166)

5,951

(363,529)
(285,374)
641,215

7.688



LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Lee Township have been prepared in conformity with generally accepted
accounting principles {GAAP) in the United States of America as applied to governmental units. The
Governmentail Accounting Standards Board (GASB) is the accepted standard-setting body for

establishing governmental accounting and financial reporting principles. The following is a summary

of the more significant policies.

A. Reporting Entlty

Lee Township, Midland County, @ general law township organized in Octoher 1880 and covers
approximately 36 square miles with the Township’s seat located within the boundaries of the
Township. The Township operates under the directorship of a Township board consisting of five
members. The Township provides the following services: Public safety, highways and streets,
culture and recreation, refuse coltection, public improvements and general administrative services.

Component units. In evaluating how to define the government, for financial reporting purposes,
management has considered all potential agencies and organizations. The decision to include a
potential agency or organization in the reporting entity was made by applying the criteria set for by the
Governmental Accounting Standards Board (GASB) Statement 14. Generally, component units are
legally separate organizations for which the elected officials of the Township are financially
accountable. Financial accountability is determined by the Township's ability to impose its will on the
component unit, as well as the unit's significance regarding the operational and financial relationship
with the Township. Based upon the application of this criteria, we found no other units that should be
classified as component units.

B. Government-wide and fund financial statements

The government-wide financial statemenls (i.e., the statement of net assets and the statement of
activities) report information on all the nonfiduciary activities of the primary government and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on
the fees and charges for support. Likewise, the primary government is reported separately from
certain legally separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of the given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with & specific function or segment. Program revenues include 1) charges to customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a
given function or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements, Major
individual governmental funds and major individuai enterprise funds are reported as separate
columns in the fund financial statements.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources measurament
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows., Property taxes are recognized as revenues in
the year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been mel.

Governmental Funds. Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to pay liabilities
of the current period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well
as expenditures related to compensated absences and claims and judgments, are recorded only
when payment is due.

Praperty taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current
fiscal period. Only the portion of special assessments receivable due within the current fiscal period
is considered to be susceptible to accrual as revenue of the current period. All other revenue items
are considered to be measurable and available only when cash is received by the government.

The Township reports the following governmental funds;

The General Fund is the Township's primary operating fund. it accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

The Fire Fund is a special revenue fund. It accounts for resources used fo provide fire services
to residents of the Township and the surrounding area.

The Solid Waste Fund is another special revenue fund. It accounts for the operation of the
Township's solid waste disposal activities.

Special Revenue Funds account for the proceeds of specific revenue sources that are legally
resfricted to expenditures for specified purposes.

Proprietary Funds. The focus of proprietary fund measurement is upon determination of operating
income, changes in net assets, financial position, and cash flows. The generally accepted accounting
principles applicable are those similar to businesses in the private sector. The following is a
description of the proprietary funds of the Township:

Enterprise funds are required to be used to account for operations for which a fee is charged o
external users for goods or services and the activity (a) Is financed with debt that is solely
secured by a pledge of the net revenuss, {b) has third party requirements that the cost of
providing services, including capital costs, be recovered with fees and charges, or (c) establishes
fees and charges based on a pricing policy designed to recover similar costs.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Private-sector standards of accounting and financial reporting issued prior to December 1, 1988,
generally ere followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the Governmental
Accounting Standards Board. Governments also have the option of following subsequent private-
sector guidance for their business-type activities and enterprise funds, subject to the same limitation.
The Township has elected not to follow subsequent private-sector guidance.

C. Measurement focus, basls of accounting, and financial statement presentation (Continued)

As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to the general rule are payments of utility charges between the
Township's water and sewer function and various other functions of the Township. Elimination of
these charges would distort the direct costs and program revenues reported for the various functions

concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including some special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resourcas are available for use, it is the Township’s policy to
use restricted resaurces first, then unrestricted resources as they are needed.

D. Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
the reported assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

E. Assets, liabillties, and net assets or equity

1) Deposits and Investments ~ The Township has defined cash and cash equivalents to include
cash on hand, demand deposits, and short-term investments with a maturity of three months or less

when acquired.

Investments are reported at fair value. State statues authorize the government to deposit in the
accounts of federally insured banks, credit unions, and savings and ioan associations, and to invest in
obligations of the U.S. Treasury, certain commercial paper, repurchase agreements, bankers
acceptances, and mutual funds composed of otherwise legal investments.

2) Receivables and Payables — In general, outstanding balances belween funds are reported as
“due toffram other funds.” Activity between funds that is representative of iending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as “advances 1offrom other
funds.” Any residual balances outstanding between the governmental activilies and the business-
type activities are reported in the government-wide financial statements as “internal balances".

Advance between funds, as reported in the fund financial statements, are offset by a fund balance

reserve account in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES (Continued)

Personal property taxes receivable is shown net of an allowance for uncollectible. Properly taxes are
levied and due December 1, and become delinquent after Fabruary 14,

3) Inventories and Prepaid Iltems — The Township foliows the policy of not recording inventories in
governmental funds. The effect of not recording inventories is considered to be immaterial. Certain
payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items in both government-wide and fund financial slatements.

4) Restricted Assets — Certain resources of the Township may be classified as restricted on the
statement of net assets because their use is limited.

5) Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements.
Capital assels are defined by the Township as assets with initial, individual cost of more than $5,000
and an estimated useful life in excess of one year. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the time of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or
malterially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed.

Property, plant, and equipment of the primary government are depreciatad using the straight line
method over the following estimated useful lives:

Land & Park Improvements 10 to 25 years
Buildings 40 years
Building Improvements 10 to 25 years
Vehicles and Equipment 10 to 20 years
Flowage Rights 5to 7 years

6) Compensated Absences (Vacation and Sick Leave) ~ It is the Township's policy that all
vacation sick leave be used in the year in which it is earned. Unused leave time is not accrued and

will not be paid upon termination.

7} Post Employment Benefits -- The Township provides no post-employment benefits to past
employses.

8) Long-term Obligations — In the government-wide financiat statements long-term debt and other
long-term obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type statement of net assets. Band premiums and discounts, as
well as issuance costs, are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources while discounts on debt issuances are reported as other financing
uses. lssuance costs, whether or not withheld from the actual debt proceeds received, are reported

as debt service expenditures.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Assets, liabilities, and net assets or aquity (Continued)

9) Fund Equity - In the fund financial statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designation of fund balance represent tentative management plans

that are subject to change.
NOTE 2 — STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgets and Budgetary accounting

Annual budgets are adopted for the general and all special revenue funds. The budgets for all funds
are adopted on a basis consistent with accounting principles generally accepted in the United States
of America. The legal level of budgetary control adopted by the governing body Is the department or
activity level for all funds.

The Township does not record encumbrances in accounting during the year. Appropriations lapse at
the end of the fiscal year and amounts are re-appropriated for expenditures to be incurred in the next

fiscal year.
NOTE 3 - CASH AND CASH EQUIVALENTS

Deposits are carried at cost, Deposits are in several financial institutions in the name of the Township
Treasurer. Michigan Compiled Laws, Section 129.91, authorizes the Township to deposit and invest
in the accounts of federally insured banks, credil unions, and savings and loan associations. The
Township’s deposits are in accordance with statutory authority.

At year-end, the carrying value of cash and cash equivalents held by the Township is as follows:

Primary
_Government _

Petty Cash / Cash on Hand $ 400

Bank Depaosits (CD, Checking, Savings) 1,691,326
Grand Totals - Cash and Cash Equivalents $ 1,691,726

Deposits
There is custodial credit risk as it relates to deposits. In the case of deposits, this is the risk that in

the event of a bank failure, the Township’s deposits may not be returned to it. At year-end, the
carrying amount of the Township's deposits with financial institutions was $1,691,726 and the bank
balance was $1,702,007. Of the bank balance $861,987 was covered by federal depository
insurance and $840,020 was uninsured and uncollateralized. Of the book balance $861,987 was
covered by federal depository insurance and $829,739 was uninsured and uncollateralized.

Credit Risk
State law limits investments in certain types of investments to a prime or better rating issued by
nationally recognized statistical rating organizations. As of year end, the Township did not have any

investments that would be subject to rating.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2008
NOTE 3 — CASH AND CASH EQUIVALENTS (Continued)

Interest Rate Risk
The Township will minimize interest rate risk, which is the risk that the market value of securities in

the portfolio will fall due to changes in market interest rates, by strucluring the investment portfolio so
that securities mature o meet cash requirements for ongoing operations, thereby avoiding the need
to sell securities in the open market and investing operating funds primarily in shorter-term securities,
liquid asset funds, money market mutual funds, or similar investment pools and limiting the average
maturity in accordance with the Township's cash requirements.

Concentration of Credit Risk
The Township will minimize concentration of credit risk, which is the risk of loss attributed to the

magnitude of the Township's investment in a single issuer, by diversifying the investment portfolio so
the impact of potential losses from any one type of security or issuer will be minimized.

Custodial Credit Risk
The Township will minimize custodial credit risk, which is the risk of loss due to the failure of the

security issuer of backer, by limiting investments to the types of securities authorized by the Board
and pra-qualifying the financial institutions, broker/dealers, intermediaries and advisors with which the
Township will do business in accordance with Board approved policy.

NOTE 4 - RECEIVABLES

Receivables as of year-end for the government'’s individual major funds and component units,
including the applicable allowances for uncotiectible accounts, are as follows:

Solid
General Fire Waste Non-Major Total
Receivables:
Taxes $ 9722 § - % - § - § 9722
Special Assesments - 22,058 - 615 22673
Total Recelvables $ 9,722 § 22058 § - 3 615 § 32395

NOTE 5 - INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS

The composition of interfund balances in the fund statements is as follows:

Receivable Fund Payable Fund
General Fund Fire Fund $ 32,613
General Fund Current Tax Collection 6,960
General Fund Water Fund 16,215
Solid Waste Fund General Fund 132,393
Oakridge Drive Special Assessment Fund  General Fund 4,048
Sian Drive Special Assessment Fund General Fund 1,845
Ireland Drive Special Assessment Fund General Fund 6,542
Manitou Trail Special Assessment Fund General Fund 724

$ 201,340
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2008

NOTE 5 - INTERFUND RECEIVABLE, PAYABLES AND TRANSFERS (Continued)
The Township does not have separate cash accounts for special assessment funds, thus the net
payable or receivabie with General Fund represents the net revenue and expenses of that respective

fund that is in the General Fund cash balance. The interfund between Fire and General is due to
General Fund paying Fire expenses such as payroll, which will be reimbursed shortly after year-end.

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended March 31, 2008 was as follows:

Beginning Sales & Ending
Balance Acquisitions Dispositions Balance

Governmental activities:
Capital assets, not being depreciated:

Land 5 2,650 $ - $ - $ 2650

Construction in Progress - 19,600 - 19,600
Total capital assets not being depreciated 2,650 19,600 - 22,250
Capital assets being depreciated:

Land improvements 45,547 - - 45,647

Buildings & Improvements 149,179 - - 149,179

Equipment 74,700 26,548 48,393 52,855

Park Improvements 66,406 6,000 - 72,406

Vehicles 306,565 - - 306,565
Total capital assets being depreciated 642,397 32,548 48,393 626,552
Less accumulated depreciation for:

Land Improvements 12,638 1,822 - 14,458

Buildings & improvements 101,183 4,244 - 105,427

Equipment 60,710 5,252 48,393 17,569

Park Improvements 32,404 4,805 - 37,209

Vehicles 136,625 13,300 - 149,925
Total accumulated depreciation 343,558 29,423 48,393 324,588
Total capital assets, being depreciated, net 298,839 3,125 - 301,984
Governmental activities capital assets,net $ 301,489 $ 22725 3 - $ 324,214

Depreciation was charged to functions/programs as follows:

Governmental activities:

General Government $ 3,493
Public Safety 16,873
Pubiic Works 5,252
Recreation & Culture 4,805
Total depreciation expense-governmental activities $ 29,423
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 6 - CAPITAL ASSETS (Continued)

Beginning Sales & Ending
Balance Additions  Dispositions Balance
Capital Assets, not being depreciated:
Construction in Progress $ - § 285374 % - $ 285374

MNOTE 7 - BOND ANTICIPATION NOTE PAYABLE

The Township has entered into an agreement with the County of Midland to assist the Townshig in
financing additional water supply system improvements to expand the system to serve certain areas
in the Township. The agreement included the issuance of bond anticipation notes by the Gounty in
the principal amount of $625,000 in order to pay part of the preliminary costs of the project. The
notes are to be payable from the proceeds of the Bonds, as discussed in Note 13. The note matures
on January 1, 2009 and bears an interest rate of 3.69% per annum. The notes are payable soiely out
of the proceeds of the bonds and out of payments to be made by the Township to the County.

The outstanding liability and the expenditures made both by the County and the Township are
reflected in the Waler Fund. When the project is completed, any remaining monies will be lransferred
lo a Debt Service Fund to help make future debt payments.

NOTE 8 — DEFERRED REVENUE

Govermmental funds report deferred revenue in connection with receivables for revenues that ars not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connsction with resources that have been received, but not yet earned. At the
end of the current year, the various components of deferred revenue and unearned revenue reported

in the governmental funds were as follows:

Unavailable Unearned

Delinquent Personal Property Taxes $ 284 $ -

NOTE 9 - RISK MANAGEMENT

The Township is exposed to various risks of loss related o claims, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Township purchases commercial Insurance to provide for these risks.

There was no change in coverage from the prior year. Settled claims have nol exceeded the
amounts of insurance coverage in any of the last three years.

NOTE 10 - RETIREMENT BENEFITS

The Township provides pension benefits to its employees through a defined contribution plan. In a
defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment
earnings. The plan is administered by, Manufacturers Life Insurance Company. The Township is
required to contribute 15% of the participant’s salary. Employees are able to voluntarily contribute up
to 10% of their after-tax salary. Plan provisions and contribution requirements are established and
amended by the Township Board.
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LEE TOWNSHIP, MIDLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
MARCH 31, 2008

NOTE 11 - DEFERRED COMPENSATION PLAN
The Township does not have a deferred compensation plan.

NOTE 12 — BUILDING PERMITS

The Township of Lee does not issue building permits. Building permits are issued by the County of
Midland.

NOTE 13 - COMMITMENTS

The Township has entered into an agreement with the County of Midland, whereby the Township,
through bonds issued by the County of Midland, will construct and install 8 water system that is
connected to the County's water system. Upon completion of construction and installation and
acceptance by the City, the water mains within the Township Waler Service Area shall remain the
property of tha Township. The bonds are expected to be issued in December of 2008 at a maximum
amount of $14,260,000 and will be designated as Qualified Tax-Exempt Obligations as described in
Section 265(b)(3)(B) of the internal Revenue Code of 1986.
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LEE TOWNSHIP, MIDLAND COUNTY
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

FOR THE YEAR ENDED MARCH 31, 2008

REVENUE
Taxes

Intergovernmental Revenue

Interest
Other Revenue

TOTAL REVENUE

EXPENDITURES
General Government
Township Board

Trustees
Supervisor
Clerk
Audit

Board of Review

Treasurer
Assessor
Elections

Building and Grounds

Attomey
Cemetery
Public Safety

Liquor Law Enforcement
Ordinance Enforcement

Public Works
Drains

Highways and Streets
Street Lighting
Water and Sewer
Community & Economic Development

Planning
Zoning

Grant Committee
Recreation & Culture
Parks and Recreation

Library

Other Functions

Capital Outlay

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF
REVENUE OVER EXPENDITURES

Fund Balance - Beginning

Fund Balance - Ending

Exhibit A
Budgeted Amounts
Variance with
Final Budget -
Under (Over)
Qriginal Final Actual Amounts Budget
60,931 $ 60,931 $ 69,897 $ (8,966)
326,205 326,205 329,595 (3,390)
15,000 15,000 51,326 (36,326)
24,530 24,530 17,754 6,776
426,668 426,666 488,572 (41,906)
178,500 178,495 24,874 163,621
24,000 24,000 15,910 8,090
27,205 27,205 22,225 4,980
36,365 36,365 27,398 8,967
8,000 8,000 6,785 1,215
2,600 2,600 1,565 1,045
41,575 41,575 31,173 10,402
22,500 22,500 18,817 3,683
12,500 12,500 1,415 11,085
33,600 33,600 13,705 19,895
15,000 15,000 4,615 10,385
21,000 21,000 13,825 7,175
850 855 852 3
8,630 8,630 6,898 1,732
25,000 25,000 12,930 12,070
146,000 146,000 64,014 81,986
7,000 7,000 5,165 1,835
72,874 72,874 13,897 58,977
17,000 17,000 9,489 7,511
6,550 6,550 499 6,051
4,658 4,658 4,658
26,333 26,333 26,333 -
25,000 25,000 23,316 1,684
26,000 26,000 16,732 9,268
507,076 507,076 25,600 481,476
1,295,816 1,295,816 392,680 903,136
(669,150) (869,150} 75,892 (945,042)
128,930 128,930 1,091,250 {962,320)
(740,220) $  (740,220) $ 1,167,142 $ (1,907,362)
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LEE TOWNSHIP, MIDLAND COUNTY
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - FIRE FUND
FOR THE YEAR ENDED MARCH 31, 2007

REVENUE
Taxes

Interest and Dividends

Other Revenue

TOTAL REVENUE

EXPENDITURES

Public Safety

EXCESS (DEFICIENCY) OF
REVENUE OVER
EXPENDITURES

Fund Balance - Beginning

Fund Balance - Ending

Exhibit B
| Budgeted Amounts

Variance with

Final Budget -

Actual Under (Over)

Qriginal Final Amounts Budget

$ 133,370 $ 133,370 $ 141,151 $ (7,781)
. - 17,568 (17,568)
42,583 42,583 47 441 (4,858)
175,953 175,953 206,180 (30,207)
447,013 447,013 113,633 333,380
(271,060) (271,060) 02,527 (363,587)
159,603 159,603 368,717 (209,114)
$ (111,457) § (111,457) § 461,244 $ [572,701)
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LEE TOWNSHIP, MIDLAND COUNTY
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE - SOLID WASTE FUND

FOR THE YEAR ENDED MARCH 31, 2008

REVENUE

Special Assessment

EXPENDITURES
Refuse Collection/ Disposal

Capital Qutlay

Total Expenditures
EXCESS (DEFICIENCY) OF

REVENUE OVER
EXPENDITURES

Fund Balance - Beginning

Fund Balance - Ending

Exhibit C
§udgeted Amounts
Variance with
Final Budget -
Actua! Under (Over)
Qriginal Final Amounts Budget
$ 195,125 $ 185,125 $ 198,250 $ (1,125)
168,577 188,577 150,014 18,563
26,548 28,548 26,548 -
195,125 195,125 178,562 18,583
- 19,688 {19,888)
67,892 67,892 153,139 (85,247)
$ 67,892 $ 67,892 $ 172,827 $ {104,935)

M4
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INFORMATION
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LEE TOWNSHIP, MIDLAND COUNTY
OTHER SUPPLEMENTAL INFORMATION
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
MARCH 31, 2008

Exhibit D
Special Revenue Funds
Oakridge Sian Drive Ireland Drive  Manitou

Drive Special  Special Sgpecial Trail Special

Assessment Assessment Assessment Assessment Total
ASSETS
Special Assessments Receivable $ 150 % 75 §$ 300 § - $ 615
Due From Other Funds 4,048 1,845 6,642 724 13,158
TOTAL ASSETS $ 4,198 § 1920 § 6,932 §$ 724 § 13,774
FUND BALANCE
Unreserved - Undesignated $ 4,188 § 1,920 § 6,932 § 724 $ 13,774
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LEE TOWNSHIP, MIDLAND COUNTY

OTHER SUPPLEMENTAL INFORMATION

COMBINING STATEMENT OF REVENUE, EXPENDITURES
AND CHANGES IN FUND BALANCE

NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED MARCH 31, 2008

Exhibit E

Special Revenue Funds

Qakridge Sian Drive lreland Drive  Manitou
Drive Special  Special Special Trail Special
Assessment Assessment Assessment Assessment Total

REVENUE

Special Assessments $ 600 § 825 § 1,140 $ - $ 27265
EXPENDITURES

Public Warks

EXCESS OF REVENUE OVER (UNDER)

EXPENDITURES 800 525 1,140 2,265
FUND BALANCE - APRIL 1 3,598 1,395 5,792 724 11,500
FUND BALANCE - MARCH 31 $ 4198 § 1,920 $ 68,032 § 724 $ 13,774
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LEE TOWNSHIP, MIDLAND COUNTY

OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
CURRENT TAX COLLECTION FUND

YEAR ENDED MARCH 31, 2008

Exhibit F

Balance Balance
4/1/07 Additions Deductons 3/31/08

Assets:

Cash and Cash Equivalents $ 6,503 $2,190,233 $2,189,776 $ 6,960
Liabilities:

Due to Other Funds $ 6503 $§ 335874 $ 335217 $ 6,960

Due to Others - 1,854,559 1,854,559 -
Total Liabilities $ 6503 $2,190233 $2,189776 $ 6,96¢
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LEE TOWNSHIP, MIDLAND COUNTY

OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

CURRENT TAX COLLECTION FUND
YEAR ENDED MARCH 31, 2008

Cash in Bank - April 1, 2007

Cash Receipts:
Property Taxes
Interest

Total Cash Receipts

Total Beginning Balance and Cash Receipts

Cash Disbursements:
Township General Fund
Township Fire Fund
Special Assessments
Midland County
Breckenrdge School District

Bullock Creek School District

Delta College

Meridian School District
Midland County ESA
State of Michigan
Refunds

Total Cash Disbursements

Cash in Bank - March 31, 2008
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Exhibit G

$ 6,503

2,180,069
164

2,180,233
2,186,736

58,660
119,091
157,466

1,022,158

56,489
558,742
128,828

11,365

64,950

104

11,923

2,189,776

$ 6960



CAMPBELL, KUSTERER & CO., P.C.

CERTIFIED PUBLIC ACCOUNTANTS

MARK J. CAMPBELL, CPA 512 N. LINCOLN AVE. - SUITE 100 TEL (989) 894-1040

KENNETH P KUSTERER, CPA P.O. BOX 686 FAX (989) 894-5494
BAY CITY, MICHIGAN 48707

AUDIT COMMUNICATION AND
REPORT OF COMMENTS AND RECOMMENDATIONS

June 27, 2008

To the Township Board
Township of Lee
Midland County, Michigan

We have audited the financial statements of the Township of Lee for the year ended March 31, 2008. As required by
auditing standards generally accepted in the United States, the independent auditor is required to make several
communications to the governing body having oversight responsibility for the audit. The purpose of this
communication is to provide you with additional information regarding the scope and results of our audit that may
assist you with your oversight responsibilities of the financial reporting process for which management is responsible.

AUDITOR'S RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED
STATES

We conducted our audit of the financial statements of the Township of Lee in accordance with auditing standards
generally accepted in the United States. The following paragraph explains our responsibilities under those standards.

Management has the responsibility for adopting sound accounting policies, for maintaining an adequate and effective
system of accounts, for the safeguarding of assets, and for devising an internal control structure that will, among other
things, help assure the proper recording of transactions. The transactions that should be reflected in the accounts and
in the financial statements are matters within the direct knowmedge and control of management. Our knowledge of
such transactions is limited to that acquired through our audit. Accordingly, the fairness of representations made
through the financial statements is an implicit and integral part of management’s accounts and records. However, our
responsibility for the financial statements is confined to the expression of an opinion on them. The financial statements
remain the responsibility of management.

The concept of materiality is inherent in the work of an independent auditor. An auditor places greater emphasis on
those items that have, on a relative basis, more importance to the financial statements and greater possibilities of
material error than those items of lesser importance or those in which the possibility of material error is remote.

For this purpose, materiality has been defined as “the magnitude of an omission or misstatement of accounting
information that, in light of surrounding circumstances, makes it probable that the judgment of a reasonable person
relying on the information would have been changed or influenced by the omission or misstatement.”

An independent auditor's objective in an audit is to obtain sufficient competent evidential matter to provide a
reasonable basis for forming an opinion on the financial statements. In doing so, the auditor must work within
economic limits; the opinion, to be economically useful, must be formed within a reasonable length of time and at
reasonable cost. Thatis why an auditor’s work is based on selected tests rather than an attempt to verify all
transactions. Since evidence is examined on a test basis only, an audit provides only reasonable assurance, rather
than absolute assurance, that financial statements are free of material misstatement. Thus, there is a risk that audited
financial statements may contain undiscovered material errors or fraud. The existence of that risk is implicit

in the phrase in the audit report, “in our opinion.”



To the Township Board
Township of Lee
Midland County, Michigan

In the audit process, we gain an understanding of the internal control structure of an entity for the purpose of assisting in
determining the nature, timing, and extent of audit testing. Our understanding is obtained by inquiry of management,
testing transactions, and observation and review of documents and records. The amount of work done is not sufficient to
provide a basis for an opinion on the adequacy of the internal control structure.

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies are described in Note 1 to the financial statements.

OTHER COMMUNICATIONS

Auditing standards call for us to inform you of other significant issues such as, but not limited to, 1) Accounting estimates
that are particularly sensitive because of their significance to the financial statements or because of the possibility that
future events affecting them may differ markedly from management'’s current judgments; 2) Significant audit adjustments
that may not have been detected except through the auditing procedures we performed; 3) Disagreements with
management regarding the scope of the audit or application of accounting principles; 4) Consultation with other
accountants; 5) Major issues discussed with management prior to retention; and 6) Difficuities encountered in performing
the audit.

We have no significant issues, regarding these matters, to report to you at this time. Audit adjustments were minimal, and
are available to review.

COMMENTS AND RECOMMENDATION REGARDING INTERNAL CONTROL S/ COMPLIANCE/ EFFICIENCY
Our procedures disclosed the following conditions that we would like to bring to your attention:

SEGREGATION OF DUTIES
The Township’s system of internal control is affected by the size of the staff that it can employ.
The ultimate accounting system would include enough employees to completely segregate all aspects of each

transaction. Different departments or individuals would handle: transaction authorization, transaction execution,
asset handling, recording of transactions, review of transactions and subsequent control of assets.

The Township cannot enact a complete segregation of all aspects of each transaction due to the nature of local
units of government. The “cost to benefit” relationship also would not justify a complete segregation of all duties.

We recommend that the Township Board Members understand these circumstances when performing their
oversight responsibilities.

These conditions were considered in determining the nature, timing and extent of the audit tests to be applied in our audit
of the Township’s financial statements and this communication of these matters does not affect our report on the
Township’s financial statements, dated March 31, 2008.

SUMMARY

We welcome any questions you may have regarding the foregoing comments and we would be happy to discuss any of
these or other questions that you might have at your convenience.

Sincerely,

Comploddl , Fuotuun ¢ Co. PC.

CAMPBELL, KUSTERER & CO,, P.C.
Certified Public Accountants



